There are large numbers of prior publications that deal with the strengths and limitations of various nonprofit organizational forms, their financial and administrative aspects, and the regulation of their activities (Rose-Ackermann, 1996 ). Yet, the essence of this form of institution is that a nonprofit association may not lawfully pay its profit to owners or indeed to anyone associated with the organization. Along with this restriction, however, there is a variety of tax and subsidy benefits that influence a nonprofit's actions (Weisbrod, 1988) . For this reason, many recent discussions of NPAs have centered on their tax advantage status (Glaeser & Shleifer, 2001; Weisbrod, 1988) . In particular, a large number of empirical estimations show that donations and other types of charitable gifts are strongly responsive to these tax subsidies (Gruber, 2004; Wu, 2004) .
Those tax subsidies applied to NPAs not only help to overcome free-rider tendencies but also affect the behavior of warm-glow and impact philanthropists while increasing organizational revenues in two ways.
First, the deductibility of donations on the donor's individual income tax return stimulates giving because it reduces the after-tax cost to the donor. Second, the various tax subsidies to the [nonprofit] organization increase the amount of output that a donor can buy for any given donation. Both have the effect of rewarding people if they revealeven partially-their willingness to pay for particular collective goods. (Weisbrod, 1988, p. 29) In these theoretical contexts one can also easily postulate that citizens' voluntary and charitable activities or their financial contributions help to relieve public budgets because activities taken over by NPAs often mean that the government does not need to provide these collective goods and services. In times of tight public budgets, the activities of civil society, namely, political, cultural, and social activities of the population, gain importance. In addition to the positive externalities of these activities (Gruber, 2004) , European policy makers aim to give stronger support to the provision of several public goods and services by NPAs for this reason (Sargeant & Lee, 2004) . In particular, tax regulations are to be designed in such a way that the commitment of the population increases or is less strongly hindered.
The main objective of this study is a comparative investigation of tax regulations for NPAs in EU countries, Japan, and the United States. A systematic international comparison of such institutional settings is rather rare in this public policy area. In addition to a brief description of the qualification principles for NPAs, the treatment of business units, or the liability issues, a particular focus is put on a comparison of regulations concerning the taxation of current profits, inheritance, and gift taxes and the income tax treatment of contributions and membership fees. In general, a strong similarity between the examined countries can be found for the different aspects considered, 3 but significant differences also exist.
General Characteristics of Nonprofit Associations
First, their general characteristics can be determined with regard to the forms, kinds, and recognition principles of NPAs or nonprofit societies. 4 These societies can be incorporated or not, whereby both forms occur in all legal systems. Incorporated societies have legal identity, whereby the same capacity to acquire and hold rights and duties does not always result. In some countries, such as in Germany, the capacity to acquire and hold rights and duties is virtually unlimited as long as the organization acts within the framework of its statutes. In other countries the capacity to acquire and hold rights and duties can be greatly limited. For example, in some countries explicit permission of the responsible governmental agency is necessary Dehne et al. / International Taxation Comparison 711 (e.g., Belgium) or the society must be recognized (e.g., Italy) for it to receive gifts or donations or to own real property. The legal rules stress the nonprofit character (Bundesministerium der Finanzen, 2006) . 5 On the other hand, the rules with regard to founding members tend to differ. They extend from at least 2 founding members (e.g., Austria) to up to 20 (e.g., France and Greece). Also with respect to citizenship the rules differ: The majority of the examined countries have no specific rules concerning the nationalities of the founding members or other members (e.g., Germany, Denmark, France, Finland, Greece, Luxembourg, the Netherlands, and Cyprus). In other countries (e.g., Belgium, Ireland, and Sweden), on the other hand, restrictions exist with respect to the nationalities of the members or executive boards (Friedrich, Kaltschütz, Nam, Parsche, & Wellisch, 2005) .
The definition of the nonprofit character is of great importance under the aspect of fiscal promotion. There are numerous countries that have a broad definition of the nonprofit character, such as Austria, the Czech Republic, Finland, Germany, Greece, Hungary, Ireland, Japan, Luxembourg, Poland, Slovenia, Spain, the United Kingdom, and the United States. Here, as a rule, tax-preferential treatment is applied to nonprofit bodies. In other countries (e.g., Belgium, Denmark, and France) only those NPAs that at the outset undergo a recognition procedure or governmental registration enjoy such tax privileges. Such a strict selection rule aims at granting tax advantages to only those well-qualified NPAs in a better targeted way while at the same time reducing tax-avoiding efforts of similarly structured organizations with different business motives. Foreign societies that have been registered receive the same tax privileges as domestic societies in countries such as Belgium, Cyprus, Denmark, France, Italy, Latvia, and the Netherlands (Friedrich et al., 2005) .
The delimitation to foundations derives from the fact that as a rule, for NPAs the membership of persons stands in the foreground. Foundations are legal entities that have no members and that are supported by assets. They are managed by independent executive boards or trustees. Normally, when a foundation is established, an examination is made as to whether the assets are sufficient for achieving the goals of the foundation. This underscores the central importance of assets for foundations. There are also countries, such as Finland, that do not distinguish between NPAs and foundations (Hopt, Walz, von Hoppel, & Then, 2006). 6 Extensive similarity exists in the question of insignificant commercial activity. As a rule, a nonprofit association may exercise business activity without loss of tax benefits under the condition that the activity is included in the statutes and is considered to be economically insignificant. At the same time, this activity must be directly linked to the aims of the association and should not be used only for improving its general financial situation. Furthermore, none of the profits may be distributed (see also Ballou & Weisbrod, 2003) . In addition, the generally applicable competition rules must be observed, taking into consideration the special features of the sector.
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Profit-yielding commercial activity related to the purpose of the organization is accepted in all countries without loss of tax advantages if it is actually aimed at promoting nonprofit performances (Bundesministerium der Finanzen, 2006) . This is the case when the commercial activity serves to realize the nonprofit purposes of the association and if it can only be achieved via such business activity.
The terms of liability depend on the legal form of a nonprofit association. In the case of associations with a private-law character, the liability of the executive board can be regarded as problematic. Here creditors can make claims on the executive board members if the nonprofit association can no longer meet its payments. In contrast, registered and officially recognized associations, as corporate entities with legal identity, are liable for the actions of the executive board with their entire assets. Only in cases of deliberate or gross neglect on the part of the executive board, for example, by issuing false donation certifications or by orders that donations not be employed for the stated purpose of the association, are the members of the executive board privately liable for the damage they cause. This is the normal case in the examined countries (Friedrich et al., 2005) .
As a rule, the tax authority, the district court, a ministry, or a regional/local authority or commission is entrusted with a copy of the statutes (often with the membership list as well). Also, recognition as a nonprofit association and/or registration in a list is combined with tax advantages, an act that is carried out by administrative authorities and is correspondingly examined. In Germany and the United States, the tax authority decides on the recognition of the association as a tax-privileged organization. In France the Ministry of the Interior is responsible, and in Estonia the government decides on registration (Friedrich et al., 2005) .
With regard to the accounting, the rules are such that only simple accounting (cash bases of accounting) is required of NPAs in general. Recognized or specially registered large associations with tax preferential treatment must submit precise records on their income and particularly on their expenses. Therefore, double bookkeeping is frequently required of these associations to exercise a monitoring function. In the case of purpose companies or business companies, separate records are necessary. Differences exist for the regulation of the disclosure obligation. In some countries such as Ireland or Luxembourg there is not only a disclosure obligation vis-à-vis the supervising authorities such as the revenue office, but a general disclosure is also prescribed (see also Hopt et al., 2006) .
Taxation of Current Income of Nonprofit Associations
Regarding the taxation of current income, the corporate tax usually applies. NPAs are generally exempt from this tax within the framework of their purpose-related activity (Weisbrod, 1988) . As shown in Table 1 , this is the common case in the countries with a broad definition of the nonprofit character such as Denmark, Dehne et al. / International Taxation Comparison 713 Estonia, Finland, Germany, and Greece. Some countries such as Belgium, France, Portugal, and other countries with a list for special associations only grant tax exemption to specially recognized or separately registered NPAs. There is also the case, however, that NPAs are basically taxable but can file for exemptions (e.g., Finland). In Belgium, instead of the corporate tax, a special tax is levied for corporate bodies on real estate and capital gains (Friedrich et al., 2005) .
If in addition to the nonprofit activity a commercial, profit-yielding activity is engaged in, this is basically taxable, although within certain limits exemptions from the corporate tax may be granted (e.g., in France and Germany). Apart from the general commercial activity, income from renting and leasing and from capital gains can play a special role. In many countries these profits are tax exempt, such as in Austria, the Czech Republic, Germany, Greece, Ireland, Japan, Luxembourg, Poland, Sweden, and the United Kingdom (see Table 1 ). On the other hand, a tax obligation exists in countries such as France (only income from French shares are tax exempt), Italy, and also Lithuania. Depending on the type of income, differentiated rules can be applied. In addition to the so-called unrelated business income tax, sales and property taxes may apply in the United States.
7 Income from real estate and returns on capital are subject to the special tax for corporate entities in Belgium, whereas gains on sales remain tax exempt. Finland allows a tax exemption on income from real estate if the income is employed for the nonprofit purpose of the society; otherwise, a reduced rate is applied. In Hungary, capital gains are tax exempt; income from renting and leasing is, however, subject to taxation.
In some of the examined countries, in addition to the corporate tax, there are also local business taxes or other types of local taxes that accrue to the municipalities. Inasmuch as NPAs receive preferential treatment for the corporate tax, this arrangement is also valid with respect to local taxes. This applies to Germany and also to France, Hungary, Luxembourg, and Austria (local tax).
In addition to these rules, some countries also have other types of income tax arrangement aimed at promoting nonprofit activity. The main objective of these arrangements is to give preferential tax treatment for specific activities of people involved in NPA activity. In Germany, for example, there is the so-called standard trainer allowance (Übungsleiterpauschale) system: Income up to € € 1,848 is tax free for sideline activity as sports trainers, educators, social workers, artists, and caregivers if this activity serves the promotion of nonprofit, charitable, or religious organizations. In France, expenses for voluntary activities for recognized societies active in special areas receive favorable treatment in that the costs for the purchase of goods or services for the benefit of the association and trips with a person's own automobile can be listed for deductions in the tax declaration. For the use of an own automobile a deduction of € € 0.26 per km is allowed. Also in the Netherlands, costs from trips with an own automobile (0.18 € € per km) that accrue in connection with voluntary activity are deductible. Austria also has a similar deduction for such travel expenses as well as additional food expenditures (see also Bundesministerium der Finanzen, 2006) . Recognized NPAs are not taxable on their nonprofit activity. They are exempt from the general corporate tax in their commercial activities but subject to the IPM (tax for corporate bodies), which is levied only on income from real estate and capital gains. Conditions for special recognition: no profit-making goals and activity in "favored areas" (e.g., education, family assistance). Tax is not applied on sales of real estate that are used for social or charitable purposes.
Cyprus
Income is tax exempt if it is used exclusively for the nonprofit purpose of the association. This includes investment returns and income from renting and leasing. Also capital, rent, and lease profits number among that. Capital gains are taxable, however. Czech Republic Revenues are tax exempt from the main activity, inheritances or donated buildings, plots or mobile assets, and interest from current accounts. Income from advertising and renting is taxable. Denmark
Only commercial business activity is taxed as a rule. Estonia Nonprofit purpose-related activity is tax exempt. Dividends are also tax exempt.
Other areas (including income from renting and leasing) are normally taxable.
Finland
Income from business and commercial activities are taxed to the rate of 26%. An exemption is possible if the purposes are purely charitable, the activity is not limited locally, and no distortion of competition arises. Income from renting and leasing is generally tax exempt. Income from land that is not used for public/nonprofit purposes is subject to the reduced corporate tax rate. Capital gains are tax exempt. France Basically freed from corporate tax (and thus also exempt from trade and sales tax in connection with the so-called combined exemption). Exception: income from land and capital assets, 24%; income from French obligations, 10%; from French stocks, tax exempt. All NPAs are exempt from the minimum tax. Germany Basically exempt from corporate tax; this also applies to income from renting, leasing, or capital gains. Exemptions for business activity related to the purpose of the association. Exception: income from commercial activity that exceeds € € 30,678 a year. Greece Income necessary for achieving the association's purpose is tax exempt. This also includes income from renting and leasing and income from stocks. Hungary NPAs are exempt from the corporate tax for income from purpose-related activities. This includes income resulting from the pursuit of charity and voluntary activities and returns on investments (deposits, bonds, and dividends from Hungarian firms) as well as other income that is used for the purpose of the association. Capital gains are not considered as income if the source is exclusively from the pursuit of the purposerelated activity. Only income from commercial activity is taxable, including income from renting, leasing of real estate that is in the possession or use of the association, income that according to organization statutes arises from activities and are explicitly included in the commercial activities, and income from advertising activities.
(continued) Ireland Interest yields, dividends, donations, rentals, and income from the sale of agricultural products are exempt if they are solely for the purpose of the charity. Capital gains are tax exempt if they exclusively serve the purpose of the charity. For charities that are corporates, the types of income mentioned in connection with income tax are exempt from corporate tax if they exclusively benefit the purpose of the charity. Italy
Recognized NPAs are exempt from corporate tax for their nonprofit activity; additional income from real estate and/or capital is taxed at the normal rate. Japan
Income of NPAs from their actual nonprofit area is basically tax exempt. For the portion of income from profit-oriented activities there are various reductions depending on the type of nonprofit organization. Interest and dividend yields as well as capital gains are only subject to corporate tax if their attainment is linked with profit-oriented activities. Latvia
Income from charity and voluntary activities is tax exempt. Other areas are normally taxable. Lithuania
Since 2005 only income from purpose-oriented activities are tax exempt, whereas those from commercial activities are taxable. Annual income of up to LTL 1 million (ca. € € 290,000) receives a tax exemption for LTL 25,000 (ca. € € 7,240); the rest is taxed at a rate of 15%. Income of more than LTL 1 million (ca. € € 290,000) is subject in total to a tax rate of 15%. Included in income are gains from renting and leasing, capital gains, and investment income. Luxembourg
Freed from corporate taxes (including income from renting and leasing as capital gains and investment income); exception: income from commercial business unit. Malta Particularly recognized associations with idealistic purposes are exempt from income tax. For other nonprofit organizations, income is taxed normally (staggered rates) if revenue from membership fees is less than half of total income. Netherlands Special NPAs are generally exempt from corporate tax, otherwise up to annual income of € € 7,500 or total income of up to € € 37,500 for the past 4 years as long as income is exclusively for the benefit of the nonprofit purposes. Investments are not subject to taxation. If there is an exemption from corporate tax, a reimbursement of the withholding tax on dividends can be applied for by an association resident in the Netherlands. Poland Income (including revenue from renting and leasing) that is used for the nonprofit purpose is tax exempt. Also investments in government bonds as well as other specific bonds remain tax exempt if the resulting revenue is used for the registered nonprofit activities. Portugal NPAs are tax exempt. The condition for exemption is recognition by the tax authorities in the form of a decree published in the legal gazette. Slovakia NPAs are exempt within the framework of their actual purpose. Gains from commercial activities are fully taxable. Capital gains and investment income are taxable if they are not in accord with the nonprofit purpose, but NPAs can deduct SKK 300,000 (ca. € € 8,000) from the basis of tax assessment. Slovenia
Only the commercial activity of NPAs is subject to the corporate tax at a rate of 25%. This also includes capital gains and investment income if these are in connection with for-profit activities.
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Income Tax Treatment of Donations and Membership Fees
Income tax regulations regarding tax deductions for charitable contributions differ considerably from one country to another (Table 2 ). In countries like Austria, the Czech Republic, Germany, Hungary, Italy, Poland, the United Kingdom, Japan, and the United States, tax deductions are granted to those donors contributing to a broadly defined group of qualified NPAs (see also Glaeser & Shleifer, 2001) . 8 For the income tax deduction of donors other countries require that the recipient associations be active in specific welfare fields or hold a certain special status in the sense that they are particularly recognized and/or registered. These countries include Belgium, Denmark, Estonia, France, Latvia, the Netherlands, Portugal, and Spain (see also Marcuello & Salas, 2001) .
Finland allows no preferential income tax treatment for donations made by private persons; only corporate donors may receive tax deductions for contributions. Ireland has a similar regulation: A private person can only make a donation from his or her taxable income, but the charity 9 may be reimbursed for the income tax paid. In the case of donations of corporate entities, however, a deduction in the amount of the contributions can be made from the corporate tax due. In Sweden there is no preferential treatment of donors as a rule (Mennel & Förster, 2004) .
In general, the relevant income tax rules are particularly restrictive for the contributions to foreign NPAs. In Italy, Lithuania, and the Netherlands only the donations to domestically recognized or registered foreign associations receive tax deductions (see also Raiffeisenverband Südtirol, 2000) . Austria is the only country that grants Dehne et al. / International Taxation Comparison 717 Donations of private individuals are deductible up to the amount of 30% of the tax (a maximum of ca. € € 206 for general and ca. € € 410 for particular NPAs; for permanent donation commitments, an additional 5 percentage points). Private persons can donate 1% of their income tax to NPAs and a further 1% to churches. Goods donations are not recognized. Donations of corporations reduce the tax assessment to the full amount, in the case of permanent commitments to an increased value of 20%. The common deductible limit for permanent and nonpermanent donations stands at 20% of profit before taxes. For particular NPAs, 150% of the donation is deductible and a further 20% for a permanent commitment. The common limit of the deduction here stands at 25% of profit before taxes. For corporations also material donations and services are recognized. Goods donations are assessed at book value, services at the cost price.
Ireland
Monetary donations of at least € € 250 to charities that are tax exempt for at least 3 years are deductible. If there is no link between donors and charities, the deduction is not limited; otherwise, donations are capped at 10% of annual income. Goods donations are not deductible. Private persons: Donation is made from net earnings after taxation but the charity can be reimbursed for the paid income tax. Corporate bodies can take a tax benefit to the amount of the corporate tax that applies to the donation. Membership fees are tax exempt to a maximum of 10% of annual income. Donations to associations with seats abroad are not tax deductible. Charitable contribution to a number of selected NPAs (e.g., churches, nonprofit schools and hospitals, public parks, etc.) in the form of money, material, or services as well as membership fees can be deducted from federal income tax. The limit is a maximum of 50% of adjusted gross yearly income. A 30% limit applies to donations to veterans organizations, fraternal societies, nonprofit cemeteries, private nonoperating foundations, and so on. A special 30% limit also applies for gift of capital gain property to the aforementioned 50% limit organizations, whereas the 20% limit applies for the same type of gift to other qualified NPAs. If this limit is exceeded, the amount can be carried over into the following 5 years. If the (cash as well as noncash) donation is more than $250 (ca. € € 190), the donor needs a written confirmation for tax deductions. Goods donations are usually assessed at market value on the date of the donation. Yet special value determination rules apply for the contribution of clothing and household items, vehicles, property subject to a debt, a partial interest in property, business inventory, a patent or intellectual property, and so on. For services, the accruing expenses are deductible. the same status to NPAs from other EU countries as to domestic associations, even if the foreign associations have no domestic base. No preferential tax treatment of donations made to NPAs with seats abroad is granted in Finland, Ireland, Luxembourg, and the United Kingdom. With respect to direct donations to NPAs based abroad, German regulations are similarly restrictive as the tax rules in most of the countries examined, but for domestic associations with charity and voluntary activities abroad an indirect solution is planned: If the society's statutes allow the use of the funds or if it is a supporting association whose statutes include activities in foreign countries, donations to such associations receive preferential tax treatment (see also Bundesministerium der Finanzen, 2006) . Membership fees paid by individuals and corporate entities to NPAs are usually not deductible when calculating the member's taxable income. This is explicitly regulated in Austria, Finland, Luxembourg, Poland, and Sweden, for example. However, consideration is in part possible in many countries (e.g., in Ireland, Japan, and Slovakia). Rules also exist in France and Germany that membership fees for certain special NPAs are at least partly tax deductible. In the United States such payments are deductible from the federal income tax (Gruber, 2004; Mennel & Förster, 2004) .
In contrast to monetary donations, the assessment of the rules relating to donations of goods and services is rather problematic. In Austria, Germany, and the United States the market value of a donated good is usually used. Yet for donations in the form of business property the fair-value approach is applied. On the other hand, services can be recognized in Germany as a voluntary donation in cases of a clear legal claim for reimbursements of expenses (see Table 2 ).
Inheritance and Gift Taxes
The tax rules concerning bequests and gifts made by individuals and corporate bodies to NPAs also differ considerably from country to country. In principle, anyone may freely bequeath his or her property to an association completely or in part, but some countries have restrictive rules such that only associations with special recognition, registration, or special government approval are entitled to receive such gifts (e.g., Italy). If the association only has a limited legal capacity to acquire and hold rights and duties, special permission is the normal case (Raiffeisenverband Südtirol, 2000) .
As shown in Table 3 , testamentary donations are not taxable in countries such as Cyprus, Estonia, Italy, Latvia, Malta, Portugal, Slovakia, and Sweden (since the beginning of 2005). In some EU member states, for example in Germany, Poland, and the United Kingdom, testamentary donations to NPAs are tax exempt for both the recipient and the deceased (Mennel & Förster, 2004) . Domestic NPAs (to some extent only those particularly recognized) are basically tax exempt as recipients also in Belgium, the Czech Republic, Denmark, Finland, 722 Nonprofit and Voluntary Sector Quarterly Greece, Hungary, Japan, Spain, and the United States (donations are tax exempt at the federal level, and this is also possible at the state level as shown by Poterba, 2001) . Donations of goods and account receivables (donations in cash form) to a nonprofit association are tax exempt in Austria if the use of the donation is for the stated purpose of the association. France usually levies an inheritance tax on associations; the donations are tax exempt only for associations active in special areas. In the Netherlands, too, inheritance and gift taxes are levied, but NPAs can apply for exemptions (Friedrich et al., 2005) .
Only few countries in Europe apply the same preferential tax treatment to foreign NPAs as to domestic associations. Belgium and Austria, for example, give preferential treatment for the pursuit of tax-deductible purposes also in foreign countries. In Germany, contributions to foreign NPAs are only tax free if the use for nonprofit purposes is guaranteed, namely, if this is certified by an authority of the foreign country. On the other hand, countries such as France require of foreign NPAs that they apply for recognition of their nonprofit character based on French law. In Greece, tax exemptions apply, subject to the principle of mutuality, also for all foreign corporate entities with regard to property to be inherited in Greece.
The donor is tax exempt in Austria, the Czech Republic, France, Greece, Hungary, Ireland, Japan, Luxembourg, and the Netherlands. In Belgium by contrast, an inheritance or gift tax is levied at the donor level, although reduced rates apply (Table 3 ). In the United States an unlimited deduction applies to the federal estate and gift taxes for charitable gifts not only to domestic but also foreign charities. In Spain gifts are treated as donations, namely, they can be taken into consideration to a certain extent when computing tax liabilities (Marcuello & Salas, 2001) . In Finland only corporate bodies can receive partial tax exemption for donations.
There are currently few double taxation conventions aiming at the prevention of tax avoidance or double taxation for gift taxes. Germany has concluded such agreements only with Austria, Denmark, Greece, Sweden, the United Kingdom, and the United States (Mennel & Förster, 2004) . In the case of cross-border gifts in other EU countries, uncertainty prevails.
Conclusion
The international comparison of the taxation of NPAs has shown that the different legal traditions of the examined countries are quite evident. This complicates a comparison of tax rules, especially because the legal systems behind the association regulations are differently constructed. In general, groups of the examined countries can be formed in which the regulations concerning NPAs are similar. The German legal tradition has influenced regulations in Austria, Luxembourg, and the Netherlands. Association law is similar in all Scandinavian countries. The Belgian rules are strongly influenced by French law. Association law of an Anglo-Saxon background is to be Dehne et al. / International Taxation Comparison 723 Donations to an amount of at least € € 850 to a nonprofit association, supporting the Finnish cultural heritage with seat in Finland, are tax deductible. Gifts or donations of € € 850 to € € 25,000 that go to an association that exclusively pursues scientific or artistic purposes can also be deducted from tax. Associations with seats abroad are taxable unless there are other regulations based on international tax agreements. France Recognized NPAs pay 35% on donation amounts below € € 23,000 and 45% above that (normal tax rate: 60%). Only NPAs active in special fields (science, charity, culture, and higher education) are tax exempt. Foreign associations must apply for recognition of the nonprofit character according to French law to attain the same rights as French associations. Germany NPAs (also foreign) are tax exempt for all assets that they receive as recipients of inheritances or estates or as beneficiaries of donations. For the donor, no tax obligation results. Due to the tax exemption no problems result regarding the assessment of property value. Normally in the case of land the gross rental method is applied, namely, the value of property is determined by applying statutory multipliers to the annual rental. Double taxation conventions currently exist with Austria, Denmark, Greece, Sweden, the United Kingdom, and the United States. Greece
NPAs with a seat in Greece (also foreign) that pursue charitable purposes, education, or purposes of national interest are exempt. Double taxation conventions exist with Germany, Italy, Spain, and the United States. Hungary
In the case of inheritances and gifts, a duty charge applies. NPAs are fully exempt from the charges.
(continued) found in the United Kingdom, Ireland, Malta, and Cyprus. In the Eastern European countries, the construction of civil society is still in progress. Here association law is being developed from funds and socialist organizations. Recently, many new regulations have been issued in these countries concerning nonprofit associations.
The tax privileges applied to NPAs that provide collective goods and services can be justified for they not only help to overcome free-rider tendencies but also stimulate the behavior of warm-glow and impact philanthropists while increasing their products and organizational revenues. Apart from the positive employment effects created, the continued growth of charity and voluntary activities accompanied by generous financial contributions of citizens has also contributed to relieving public budgets because activities taken over by NPAs often mean that the government does not need to provide such collective goods and services.
However, countries should not provide excessive tax advantages that hinder competition in some NPA activities. For instance, the German Ministry of Finance doubts the cost-consciousness of voluntary welfare organizations in Germany and suggests that generous tax subsidies have been unable to induce these entities to produce the desired level of services at reasonable prices (Bundesministerium der Finanzen, 2006) . Rather, their effects seem to have been detrimental to efficient resource allocation. A narrow legal definition of eligible nonprofit activities is an option to solve this problem. In this context it should also be borne in mind that the status of NPAs also needs regulation and surveillance because among others, these characteristics are crucial prerequisites for enjoying tax and other financial privileges.
identity, and unincorporated association. According to the information provided by the Internal Revenue Service (IRS) in the United States and the Charity Commission in the United Kingdom, corporate associations offer membership, whereas unincorporated types are usually more suitable for groups with low incomes, not employing staff or acquiring property.
6. There are private and public foundations in the United States. Public foundations are mostly community foundations. Private foundations are further classified into the operating and nonoperating types. The private operating foundations use the bulk of their resources to provide charitable services or run charitable programs of their own. In general they do not raise funds from the public. The nonoperating types are also tax-exempt, grant-making entities that solely provide financial supports to other charitable organizations. Also in Austria, for example, the differentiation between private and public foundations exists. Compared to the case with public foundations, however, private entities offer different tax deductions for gifts and donors and enjoy less generous income tax privileges (Hopt, Walz, von Hoppel, & Then, 2006; Mennel & Förster, 2004) .
7. In addition, private foundations pay excise tax in the United States. 8. In the United States, income tax subsidies to charities and NPAs vary across states because (a) Some states have no state income tax system, (b) tax rates vary across the states that do have income taxes, both on average and in terms of the progressivity of tax rate schedules, and (c) states differ in their treatment of charitable contribution. In terms of the last factor, a number of states follow the federal definition of income, so that charitable contributions [i.e., donations] are fully deductible for itemizers; others ask the taxpayer to explicitly report (and deduct) their federally itemized amounts from their state taxable income; and a final set of states does not allow a deduction for charitable contributions. (Gruber, 2004 (Gruber, , pp. 2642 (Gruber, -2643 9. In Irish law, the term charity includes all NPAs.
